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In ra the

Depsrtmen

and

Financial

the Lakes

Farah,

State of Naw Hampshire 3anking Jepsrtrent

Region Incs. and Scott

Matter of: } Case No.. 05-071
}
Lstate of New Hampshixe Banking ] Ordar To Show Causae for Licensa
} Revoation
Tt }
)
Patiticnar, }
}
i
3
Rasources & Assistance of }
H
}
}
}
]

Respondant

I. The

referred tw o% Uhe "Departsent”™) alleges the fellowing Lacts:

Backgrouand.

1.

3.
Count 1 -
financial

1.

s

5
b
i

STATEMENT OF ALLECATIONS

stufl of the Banking Department, State of HNew Hampshire (heroinatred

The Respondent, Financial Resources & Assistance of the Laxes Region
Tne, and Scotrt Fazah (herein atrer “FRA”) 15 licensed as a first
mortgage banker and sacond mortgage home loan lender and a small
ipan lender since 2t least 1997 through present. &s provided in New
Hempsnire Banking Laws. the Respondent must comply with all
applicaple stacte and federal lsws and regulations

FRE 18 & HNew Rampshire cocporation with its principal offlice or
place of business at 15 Nosrthview Drive, mevedith, MR 03253

goott Farah is president of said corporation.

Failure to implement a program to safeguard consumers’ sensitlve
rnformation.
The Department re-zlleges all pricr maragraphs [n this staefl

meticion,
FRA, 3 marigage company, 1$ a "financlal 1nsf:tucion” as that term

s defired in Section 53%(3) (A) of the Grama-Lszch-Bliley At

Orger te Show Cause -

Exhibit 19
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{GLBAY, and 18 therefore sik)ect To the reguizemenis of tha

Safeguards Ruls and che Frivagy Rule.
The acts and pracriges of respongent alleged

|
[
E
% peen 1 or aflt

@

cring commerce, a5 Ccommerce”
of che FTC Avt, 15 D.5.C. 44

i The Department conducted a regularly scheduled examination of the

Respondent on or abtut October 1i, 2004,

B. Through iman officers FRA accepts coples of docemenration providing
sensitive perscnal infermation {such as spelal security numpers
credit reperts etct in order to essist the congumer i pbtaining
mortgage financing.

The epaminer conducted an eral intervisws with JScott Farah, presidan:

e

of PRA, regarding his polities and procedures Tor
handiing/destiuction of gocumentaticon containing sensifive Sonsumer
information tn compliance with kbe Grama-Leach-Bliley AT and
accompanying Federal Trade Commission [UFTCY) rules.

I0. Mr. Farah informpec The examinerz That the process for disposing of
docoments containing seasitive informaticon was Lo s
documents. The shredding was specifically ¢ssigned o twd
designaved employess who were tc shred documents ar a4 shredding

machine lovated at vhe Respondent’s lermation.

sion from Mi. Farah to remoue IwWo

. The exami:nel recojved veribal peimi

[
i

garbage bags From the dumpster cutside the office to SpoT ohesk for
compllance with the verbal procedurs.

12. Upon review of the trasi bags pumersus dosuletts conlaznlng
sensitive consumer information [such as gredit reports, loan
applicatiens (1003 forms), sto) were found In taso and were notl
stired ax previcusly indicaved. See Eshibits 1 - X,

Count I -~ Failure to have a written safeguard plac.

13. The Department re-aileges all prior paragraphs jn this staflf
pericien.

14. Mr. Farah wnformed the examiner that FRA d:id not have 4 written
privacy policy.

Count IIY =~ Faijure to facilitate an examination

aileqges all prisy paragraghs 1a this stalf

15. The Depactment
perition,
16 Tne examiper dlscovered & lettar from cne of FRA's Lenders {First

n) on a fiie brokerec Dy FRA clasiming that the borrower's

Franxi

grder tz Shaw Cause - 2
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income was misrepresanted, and mandeted that FRA buy the loan back
sy pay it off with in 20 days.
17. The examiner fequssted FRA provide a complete explanation cf tne
rircum:ziances surreunding :ts hendling of the response o and

ultimate resolution of rthe alleged misreprasentatien Lo the Iendes .

18, FAA failad to provide The ewaminsr with the reguested informanion,

The st4ff of the Hanking Department, ftale of New Hampshbi

foliowing issues of law:

1. The Dankaing Department (MOepartment”i. nas Jurisdiction Lo issue en

3

q.

order o show csuse for vislating NH law pursuant T3 K RS
and RSE 357-R:21 resperrively.

The fafeguard Hule, which was promulgared by the FTC on May 2
became effective on May 23, 2403, The rule imglements soction S01ib}
of the GLE Act.

16 C.F.F. 314 {the Safeguard Rule) reguires finsncial institut:ons <o
protect the s=cwrity, cenfidentislity. and integrity of sonsumer
information by developing & comprehensive written information security
program thst contsins yeascnable sdministrative, technical and physical
safsguacds.

FRA viclated the Safeguard Bule bscause they failed co actualiy

implement their plan (by failing to shred doguments; .

5, 4 viclation of the Safeguards Rule coastituricons an unfalr or deceptive

G,

3.

sCt or pracrice in viclatlon =f Secticn S{al{li of the FIC acn

The GLE Act further requires that the Sateguard praogrem be in writing,
See 1b CFR 314.3.

Vielations of the 72 Ret ond Safegusrd Rules are viplastions of How
Harpashire Revised Statute Annotated Chapter 357V-A {fce H3A 387-a:2
111}
P8 3%7-A:12 provides thav livensees shall make freely available o the

the scuoynts, records, documents, files,

coMmissicner or Ry EX3MiNArs

informanion, esseLs, and matiers o thely possession or Centrcd

rejating to the subject of the examination and shall facilifats the

examination Failure To provide orf respond Lo 4n @heiminer’s request

znklin lerver 15 2 viclation

for information pertainin

of the Chapter.

wraer ©o Show Qause - 3
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5. The abgve sors are suffizient to constitute “good cause shewn” under |
i
RSA 397-A:17 to revoke FRA's mortgags landing lLicenses in Mew
Hampshiirea.
Y@, Revocation of said licepses is in the pubilc interest as and Mr,
Farah have illustrated a wiliingness te forge the laws and rules of the
Srate of Mew Hampshire whepever They see f:t
RELIEF REQUESTED
The staff ¢f the Banking Department requesis the Cormissiongr tane Th
follow
1. s seceticn I oof rhe St o
2. atalned in
11 2f the Statement oL Allegations of
3. Assess$s ¢ and agminisrtretive penal ance RS2 J47-x:71, fon
vicistions of the New Hampshire B8anking Laws, in the number and ampunt
equal to the vislatisons sget forih s rection i1 i the Statemsnt o
Allegaticens of this pericion; and
4. Take such other adminisvrativ and legal actions as are necessaty f[og
anforcenent of the New Hampshire Banking laws, the protection of  Naw
farpshire cltizens, and to provi other equitable telrof.
RIGHT TO AMEND
The Department reserwves the clght to amend this Petition for Religf and
to  request  that  the Banking  Department  Commissioner  take additicnal
agdminiscrative action. Nothing herein shall preclude the Depariment from
vringing adoitional entorcement &crinn under RSA 397-A or the regyulations
thereunder.,
Respgotfully submicted hy:
Necanber 16, 2008
“taze -
Crder to Show Cause - 4
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Ytate of New Hampshire Banxing Departiment

In ru the Matter of: } Casc No.: 05-071
}
State of New Hampshire Banking } Order to show Cause for License
)} Revoation
Dapartmant, }
|
Pezitioner, ]
)
and )]
¥
Financial Resources & Assistance of )
)
the Lakes Region Inc. and Scott )
]
Farah, )
)

Respondent

rhis Order commences sn adjuedicative proceeding under che provisions of
RS Sd41-A:3l, BEA 3%7-4, ano BAN 20403,

LEGAL AUTHORITY and JURISDICTION

FUrSLART o ASA 387-A:17, the Commissicner of the dew Hampshire Banking

an Order to Show Jause

Department ibereinafter “the Department”) may

sway a licenge should not be revoked. RSE 357-2:17 stares that the
Separtment may issus such Order for good cause shown. Further, RSA 397-A:21

that the Commissioner may inmpose administrative Zines net to gxncsed
¥ I

at

S, 500 per vislation for knowingly or regiigently vicisting this chaprer.

NOTICE OF RIGET TO REQUEST A HEARINC

Tne above named respondent hag the right to request s hearing on thiz

Order to Show Cause, as well as the right fo be represented by counsel. Any

ned by the respondent

such reguest for a htearing shall be In writing, and

e By the duly suthorived agent of the abowe pased

spandentr, and sha

deliverad either by hend or cervificd mall, return refeipt reguest, TO vhe

to Shew Cause - 1

Exhibit 20
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Banking Department, STats of few lampshire, 640 012 Sunceck Road, Concornd, NH

03301,

15 o request a hesring or cespond to the show cadse

I'f respondent

prder within 30 calendar days ©f receipt of this order, respondent shall o

o

znd the pénaltiss reguested will be imposed.

deemed in def

STATEMENT COF ALLEGATIGHS, APPLICABLE LAWS AND REQUEST FOR RELIEF

The Stsff Petiticn deted Decembsr 16, 2005 (a copy of which iz attached
hereteo] are incorporated by reference hereto.
ORDER
WHEREAS, flinding it necessary snd gppropriate and in the public
inter=st, and consistent with the intent and purpases of the New Hampsaire
bznxing laws, and
WHEREAS, finding that the allegavions contained in the Staff Patition,
+f proved true and correct, f{orm the legal bssis of the relief reguested,
1t 15 herchy ORDERED, that:
1, The Respondent show czuse why its license should not ke
revokad:
2. The Respondent show couse why fines in the amount ot
317,900,000 in accordance with the above referenced staff
petition stiould not be inpesed; and

in 3G days of the date of

Z, Failure to request & hearing witl

receipt of this Crder shall result in g defsult judgment being
wiered and sdministrative penalties being inposed upon the

defaulting Respondent.

S1GNED,

Dated: i3 !Q[Q
ROBERT A. FLEURY

DEPUTY BANK CCl

Urder to Show (ause - 2




4 I certllfy chit & true apnd cory copy of the foregeing JRDER T
CAUSE, Docker Ne, 05-021, has beer S80D vVia certified mal. on Decembar

T 2005 o THARCTAL RETOURTET 4 ASSISTANCE OF
LAKE Cuus EDITH NH 032535,
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Order o Show Causs - 3
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State of New Hampshire Banking Department

In re the Matter of: } Case No.: 05-071
]

State of MNew Hamgshire Banking )} Notice of Hearing
)
Degartment, )
}
Patiticner, }
}
and }
)
Financial Resources and Assistance )
]
of the Lakes Region, Inc. and }
¥
Scott Farah, H
}
Reapondent }
}

purstant to RSA 347-A:17, the Cemmissioner of the New Hampshire
Banking Departmeat [(herepinafier “the Department”) may issue an Order
to¢ Show Cause why a iicense should not be revoked. RSA 387-A:17
states thnat the Department may issue such Order for violations of the
chapter. RSA 397-3:2 states that violations of federal law
constitutes a viclation of Chapter RSA 397-A. Further, RSA 397-A:21
states that rhe Commissioner may imposs administrative fines nor To
excesd $7, 500 per violation for knowingly or nagligently wviclating
this chapter.

The Respondant, Financial Resources & Assistance of the Lakes

Regicn inc. and Scott Farah i{herein after “FRA”) 1s licensed as a
first mortgage banker and second mertgage home loan lender and a ¢mail
loan lender sinde at least 1987 througn present. As provided in New

Hampshire Bapking Laws, the Respondent must comply with all applicable

Hotice of Hearing - 1 M
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s5104Te and bLederasn laws and reguiavigans.  FRA is a led MHam

on with its principal oflfice or plave of business at 15

CHIpOra L
Northview Drive, Meredzth, RH G3253. Scoti farah is president of

corporation.

Tha Department conducted an gxaminarion of Respondent on or
armul Ccbober of 2004. This sction 1 regarding the alleged &SR 387~
A:2 7 Gramm Leach Bliley &ct wiolations.

The Department alleges the following issues Lo be determined at
nearing:
Issue 1: Whether the Raspondents had a writtenh consumer information
safeguard pollcy in slace as regquired by 16 CFR 314;
Issua 2: Whether The Respondants failed to implement a program to
safeqguard customer information as required by 16 CFR 314;
Issue 3: #hether che Respondents’ violated ES& 387-A:2 for non-
compliance with tie Sramm Leach Bliley Bot:

cilitate the examination

fa

Igsue 4: Whether the Regpopdants Tailed tfo

by net previding reguested informatien in a ragarding
Pranklain’s December 185, 2003 letter about 2 suspact leans First

Franklen purchased {rom Respondents.

secordingly, an adjudicative proceeding shzll be comnenced

pursuant to 521-A:31 and Chaprer 200 of the Department's rules (HH

Tede of Administrative Rules BAN 2003 for ghe purpese of permitting

the Respondents to show compllancse with R3A

Each party has the gight to have &n attoInagy present Lo rapresent
the party at the psity’s expense, or may represent it=eild. Each party
has the right to have the Lepartment provide a certitied shorthand

mourt reporter 4T The requesting party's expense. ARy such reguest

Metiaer of Hearing - 2
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must be submitted in writing to the Deparcment AL least 1G days prior

to a scheduled hearing date.

THEREFORE, IT 15 CADERED, that the Licensee appear befors the New
Hampshire Banking Depertment un Thurscay, March 9, 2006 at 10:0Cam, at

the Department’s offices at 645 0ld Suncock Road, Congord, Hew

Hampshire. for the purpose of particigating in adjudicacive
croceeding, &t which rime the Respondents wiil have the opportunity ta
demonstrate why fines should not be imposed and/or why their lending
license should not be revoked, and

[T I8 FURTHER CRDERED, that if Licensee elacts to pe represented
by Counsel, said Counsel shall file notice of appearance at the
gariiest possible dare; and

I 18 FURTHER ORDERED, that Andrea J. Shaw, Staff Attorney, Naw
Hawpshire Banking Department ls designated as Mearing Counsel in this
matter with authority te represent the public interest within the
scops of the Department’s autherity. Hearing Counsel shall have the
status of a parbty to this proceeding; and

1T I35 FURTHER OQEDERED, that Todd Wells, shall serve as the
Presiding Officer im this proceeding and shall issue a RECCMMENDED
PECISION in this matter which shall be reviewed and approved,
disapproved or medified by the Benk Commissicner; and

o7 IS FURTHER ORDERED, thaot Respondents shall file an answer o

zach of the allagatiens set forth in this and any
amendments berets, by no latasr than 13 days from receipt. 3uch answer

shall [irst admit or deny the aliegation and then sct forth any and

all explanations or defenses ro the allegatiop; and

Wotice of Hearing - 2
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1T 15 FURTHER CRDERED, that any croposed exhibits shall be pre-

marked, for idsntificatior only, and filed with the Depariment and

crovided Lo tne opposing party net later than March 2, 2886, Hearing

Ceunsel snall pre-mark the Department’s exhibits with Arabic numbels.

Respondents shall pre-mark exhibivs with capital letters., &n

o
o2
[
b
w
Fh
o
)
tn
o
r
-
o
-
o
o
o
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b
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o
3
ey

index/iist of exhibits providing

orresponding pre-matrked number or

with L

both parties simultansous with the Tiling of exhlbits: ana

es shall exchange a list of

ke called at the btearing with @ brie

no later than februa

copy 2f their respedtive witness llsts

Officer; and

that all periads referencsd in thiz notlce

the last day of

ghalill be
falls on a Salurday, Sunday, or legal holiday, then the time period
shalt bpe extended to imcluge the Iirst business day that is not a
Saturday, Supnusy, or legal holidayi and

R ORDERED, thal parties shall file anzwer/objections

to pleadings within ten (17) zalendsr days of the date the pleading is

“filed”: and

IT IS FURTHER ORDERED, that the fiurden of proof shatl be by a

prepongerance of the evidencs, anc shall be borne by the Respondant

once the Cepartment has set forth a prima fascia case;] and

1T 18 FURUHER ORUERED, rthat Respondents’ failure to appear at thz

tine, dare, and place specified the hearing being held 9
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sbsoncig and/or default rullng in faver of the Deparcment, without

further notice or opportunlcy Lo be heard; apd

1T I3 FURTHER OEDERED, that the entirety of all oral proceedings
snall be recorded verbatim by the 2anking Depariment. Upon reguest of
any party, or upen the Fresiding Cfficer’s own initviavive, such rscord
shall be transcribed by a certified court reporter designated by the
Presiding ©fficer, and that all costs shall be borns solely by the
requesting party. Any such request shail be submitted in writing teo
tnhe Fresiding Gfficer pricr to hearing.

IT I3 FURTHER CRDERED, that all decumentcs shall be filed with the

cer in the form of an coriginal and one (1) copy and shall

Presiding Of
Lear 4 certiflcatleon chat a capy is being delivered to Hearing Counsel
aod any other partles to this metier in accordance with NH Code of
Administrative Rules Ban 204.08. BAll documents shall be [iled by
mailing or delivering them ro the Wew Hampshire Banking Deoacroment,
ATTH: Todd Wells $4-8 0ld Suncook Read, Concord, NH 03301, Filing by
farsimiie or electreonie rransmissicn shall not be sccepted; and

i7T 13 FUATHER ORDERED, that the parties mey submnic Proposed
Srders, which shall incluge findings of fact and conclusions of law,
separately stated, no later than ten (10} deys following conclusion of
cihie hearingls] in this matter; and

IT IS FURTHER ORDFRED, that roucine procedural inguiries may be
made by telephoning Todd Wells at (8033-271-3561, hur all otaer
communications with the Presiding Officer and with the Department shallf

be in writing and shall he [lled as provided above,  Ex parre
communications are forbidden by statute; and
R

Hotice of Hearing -




that s copy of this Notice of hearing

it Ia FURT

| N . .
2 i shall be iled Lo Respondents’ Burke, Lew Office of
3 HGould and Burke, B.0, Box 688, Meredith, lew Hammshire, U3253,
i Hthat & = alen bho delivered to Andrea J. &haw, tiearing

5 [tCounsel, Fresiding Ofticer, at the New
& jiHampshar

5C ORDERELD,

V-4 - DG

Date

o

Robert A.
S0 |l Beputy Com
Srate aof
Vi fiBanking D

1z

iz

Hotice af

Hearing = &




